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98TH GENERAL ASSEMBLY
State of Illinois

2013 and 2014
SB2357

Introduced 2/15/2013, by Sen. Kyle McCarter

SYNOPSIS AS INTRODUCED:

See Index

Amends the Project Labor Agreements Act. Prohibits the State Board of
Education and the Capital Development Board from requiring a project labor
agreement for any school construction project or grant. Authorizes a board
of education to exempt any school construction project from the
requirements of the Act. Amends the General Assembly, State Employees,
State Universities, Downstate Teachers, and Judges Articles of the Illinois
Pension Code. Prohibits employees, except in certain circumstances, from
receiving a retirement annuity before age 62. Changes the conditions of
eligibility for, and the amount of, automatic annual increases in
retirement annuities. Caps pensionable salary and compensation. Suspends
the accrual of Dbenefits in traditional and portable benefit packages.
Establishes a self-managed plan for each State-funded retirement system.
Requires affected participants to participate in the self-managed plans
with respect to future service. Shifts normal costs to local school
districts if certain mandates are funded. In various Articles, excludes new
hires of certain government-related organizations from participation in
State retirement systems. Amends the School Code. Makes changes 1in
provisions concerning mandates for public and private schools. Repeals the
Driver's Education Act. Amends the Illinois Educational Labor Relations
Act. Prohibits school districts from entering into, amending, or renewing
certain technology-related collective bargaining agreements. Amends the
Prevailing Wage Act. Provides that a board of education may exempt school
construction projects undertaken in the district from the Act. Amends the
State Mandates Act to require implementation without reimbursement. Makes
other changes. Effective immediately.
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AN ACT concerning public employee benefits.

Be it enacted by the People of the State of lllinois,

represented in the General Assembly:

Section 1. The Illinois Public Labor Relations Act 1is

amended by changing Section 15 as follows:

(5 ILCS 315/15) (from Ch. 48, par. 1615)

Sec. 15. Act Takes Precedence.

(a) In case of any conflict between the provisions of this
Act and any other law (other than Section 5 of the State
Employees Group Insurance Act of 1971 and other than the

changes made Dby this amendatory Act of the 98th General

Assembly or to the Illinois Pension Code by this amendatory Act

of the 96th General Assembly), executive order or
administrative regulation relating to wages, hours and
conditions of employment and employment relations, the
provisions of this Act or any collective bargaining agreement
negotiated thereunder shall prevail and control. Nothing in
this Act shall be construed to replace or diminish the rights
of employees established by Sections 28 and 28a of the
Metropolitan Transit Authority Act, Sections 2.15 through 2.19
of the Regional Transportation Authority Act. The provisions of
this Act are subject to Section 5 of the State Employees Group

Insurance Act of 1971. Nothing in this Act shall be construed
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to replace the necessity of complaints against a sworn peace
officer, as defined in Section 2(a) of the Uniform Peace
Officer Disciplinary Act, from having a complaint supported by
a sworn affidavit.

(b) Except as provided in subsection (a) above, any
collective bargaining contract between a public employer and a
labor organization executed pursuant to this Act shall
supersede any contrary statutes, charters, ordinances, rules
or regulations relating to wages, hours and conditions of
employment and employment relations adopted by the public
employer or 1its agents. Any collective bargaining agreement
entered into prior to the effective date of this Act shall
remain in full force during its duration.

(c) It is the public policy of this State, pursuant to
paragraphs (h) and (i) of Section 6 of Article VII of the
Illinois Constitution, that the provisions of this Act are the
exclusive exercise by the State of powers and functions which
might otherwise be exercised by home rule units. Such powers
and functions may not be exercised concurrently, either
directly or indirectly, by any unit of local government,
including any home rule unit, except as otherwise authorized by
this Act.

(Source: P.A. 95-331, eff. 8-21-07; 96-889, eff. 1-1-11.)

Section 5. The Project Labor Agreements Act is amended by

changing Sections 10 and 15 and by adding Section 17 as
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follows:

(30 ILCS 571/10)

Sec. 10. Public works projects. Except as provided in

Section 17 of this Act, on ©&m a project-by-project basis, a

State department, agency, authority, board, or instrumentality
that 1s under the control of the Governor shall include a
project labor agreement on a public works project when that
department, agency, authority, board, or instrumentality has
determined that the agreement advances the State's interests of
cost, efficiency, quality, safety, timeliness, skilled labor
force, labor stability, or the State's policy to advance
minority-owned and women-owned businesses and minority and
female employment.

(Source: P.A. 97-199, eff. 7-27-11.)

(30 ILCS 571/15)
Sec. 15. Public works projects funded with federal funds.

Except as provided in Section 17 of this Act, when Whes it has

been determined that a project labor agreement is appropriate,
and in furtherance of the President's Executive Order 13502,
the State department, agency, authority, board, or
instrumentality responsible for awarding the project may
include a project labor agreement on a public works project
funded in whole or in part with federal funds.

(Source: P.A. 97-199, eff. 7-27-11.)
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(30 ILCS 571/17 new)

Sec. 17. School construction projects; grants.

(a) Notwithstanding any other provision of this Act, the

State Board of Education and the Capital Development Board

shall not require a project labor agreement for any school

construction project or any school construction project grant

or debt service grant provided under the School Construction

Law.

(b) Notwithstanding any other provision of this Act, the

board of education of any school district may, by passage of a

resolution, exempt any school construction project undertaken

in the district from the requirements of this Act, unless the

district has already entered into a project labor agreement

concerning that school construction project.

(c) For the purposes of this Section, "school construction

project" means the acquisition, development, construction,

reconstruction, rehabilitation, improvement, architectural

planning, and installation of capital facilities consisting of

buildings, structures, durable equipment, and land for

educational purposes.

Section 10. The 1Illinois Pension Code 1is amended by
changing Sections 1-160, 2-108, 2-119, 2-119.1, 7-109,
14-103.10, 14-107, 14-110, 14-114, 15-103.1, 15-103.2, 15-107,

15-111, 15-134.5, 15-135, 15-136, 15-158.2, 16-106, 16-121,
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16-132, 16-133.1, 16-152.1, 16-158, 18-111, 18-124, and
18-125.1 and adding Sections 2-103.1, 2-103.2, 2-105.1,
2-126.2, 14-103.40, 14-103.41, 14-103.42, 14-103.43, 14-106.5,
14-133.2, 15-107.1, 15-134.6, 16-104.1, 16-104.2, 16-106.4,
16-131.7, 16-158.2, 18-105.1, 18-105.2, 18-108.1, 18-123.3,

and 18-133.2 as follows:

(40 ILCS 5/1-160)

Sec. 1-160. Provisions applicable to new hires.

(a) The provisions of this Section apply to a person who,
on or after January 1, 2011, first becomes a member or a
participant under any reciprocal retirement system or pension
fund established under this Code, other than a retirement
system or pension fund established under Article 2, 3, 4, 5, 6,
or 18 of this Code, notwithstanding any other provision of this
Code to the contrary, but do not apply to any self-managed plan
established under this Code, to any person with respect to
service as a sheriff's law enforcement employee under Article
7, or to any participant of the retirement plan established
under Section 22-101.

(b) "Final average salary" means the average monthly (or
annual) salary obtained by dividing the total salary or
earnings calculated under the Article applicable to the member
or participant during the 96 consecutive months (or 8
consecutive years) of service within the last 120 months (or 10

years) of service 1in which the total salary or earnings
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calculated under the applicable Article was the highest by the
number of months (or years) of service in that period. For the
purposes of a person who first becomes a member or participant
of any retirement system or pension fund to which this Section
applies on or after January 1, 2011, in this Code, "final
average salary" shall be substituted for the following:
(1) In Articles 7 (except for service as sheriff's law
enforcement employees) and 15, "final rate of earnings".
(2) In Articles 8, 9, 10, 11, and 12, "highest average
annual salary for any 4 consecutive years within the last

10 years of service immediately preceding the date of

withdrawal™.

(3) In Article 13, "average final salary".

(4) In Article 14, "final average compensation".

(5) In Article 17, "average salary".

(6) In Section 22-207, "wages or salary received by him
at the date of retirement or discharge™.

(b-5) Beginning on January 1, 2011, for all purposes under
this Code (including without limitation the calculation of
benefits and employee contributions), the annual earnings,
salary, or wages (based on the plan year) of a member or
participant to whom this Section applies shall not exceed
$106,800; however, that amount shall annually thereafter be
increased by the lesser of (i) 3% of that amount, including all
previous adjustments, or (ii) one-half the annual unadjusted

percentage increase (but not less than zero) in the consumer
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price index-u for the 12 months ending with the September
preceding each November 1, including all previous adjustments.

For the purposes of this Section, "consumer price index-u"
means the index published by the Bureau of Labor Statistics of
the United States Department of Labor that measures the average
change in prices of goods and services purchased by all urban
consumers, United States city average, all items, 1982-84 =
100. The new amount resulting from each annual adjustment shall
be determined by the Public Pension Division of the Department
of Insurance and made available to the boards of the retirement
systems and pension funds by November 1 of each year.

(c) A member or participant is entitled to a retirement
annuity upon written application if he or she has attained age
67 and has at least 10 years of service credit and is otherwise
eligible under the requirements of the applicable Article.

A member or participant who has attained age 62 and has at
least 10 years of service credit and is otherwise eligible
under the requirements of the applicable Article may elect to
receive the lower retirement annuity provided in subsection (d)
of this Section.

(d) The retirement annuity of a member or participant who
is retiring after attaining age 62 with at least 10 years of
service credit shall be reduced by one-half of 1% for each full
month that the member's age is under age 67.

(e) Any retirement annuity or supplemental annuity shall be

subject to annual increases on the January 1 occurring either
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on or after the attainment of age 67 or the first anniversary
of the annuity start date, whichever is later. Each annual
increase shall be calculated at 3% or one-half the annual
unadjusted percentage increase (but not less than zero) in the
consumer price index-u for the 12 months ending with the
September preceding each November 1, whichever is less, of the
originally granted retirement annuity. If the annual
unadjusted percentage change in the consumer price index-u for
the 12 months ending with the September preceding each November
1 is zero or there is a decrease, then the annuity shall not be
increased.

(f) The initial survivor's or widow's annuity of an
otherwise eligible survivor or widow of a retired member or
participant who first became a member or participant on or
after January 1, 2011 shall be in the amount of 66 2/3% of the
retired member's or participant's retirement annuity at the
date of death. In the case of the death of a member or
participant who has not retired and who first became a member
or participant on or after January 1, 2011, eligibility for a
survivor's or widow's annuity shall be determined by the
applicable Article of this Code. The initial benefit shall be
66 2/3% of the earned annuity without a reduction due to age. A
child's annuity of an otherwise eligible child shall be in the
amount prescribed wunder each Article if applicable. Any
survivor's or widow's annuity shall be increased (1) on each

January 1 occurring on or after the commencement of the annuity
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if the deceased member died while receiving a retirement
annuity or (2) in other cases, on each January 1 occurring
after the first anniversary of the commencement of the annuity.
Fach annual increase shall be calculated at 3% or one-half the
annual unadjusted percentage increase (but not less than zero)
in the consumer price index-u for the 12 months ending with the
September preceding each November 1, whichever is less, of the
originally granted survivor's annuity. If the annual
unadjusted percentage change in the consumer price index-u for
the 12 months ending with the September preceding each November
1 is zero or there is a decrease, then the annuity shall not be
increased.

(g) The benefits in Section 14-110 apply only if the person
is a State policeman, special agent, a—fire—fighter inthe fire

cetieon——Sery epartment;—eor a security employee of

1o
TTCC—0O T

P
PO

the Department of Corrections er—the—PBepartment—eof—Juvenit

Juastiee, or an investigator for the Department of State Police,

as those terms are defined in subsection (c) -y of Section
14-110. A person who meets the requirements of this Section is
entitled to an annuity calculated under the provisions of
Section 14-110, in lieu of the regular or minimum retirement
annuity, only if the person has withdrawn from service with not
less than 20 years of eligible creditable service and has
attained age 60, regardless of whether the attainment of age 60
occurs while the person is still in service.

(h) If a person who first becomes a member or a participant
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of a retirement system or pension fund subject to this Section
on or after January 1, 2011 is receiving a retirement annuity
or retirement pension under that system or fund and becomes a
member or participant under any other system or fund created by
this Code and is employed on a full-time basis, except for
those members or participants exempted from the provisions of
this Section under subsection (a) of this Section, then the
person's retirement annuity or retirement pension under that
system or fund shall be suspended during that employment. Upon
termination of that employment, the ©person's retirement
annuity or retirement pension payments shall resume and be
recalculated 1f recalculation is provided for wunder the
applicable Article of this Code.

If a person who first becomes a member of a retirement
system or pension fund subject to this Section on or after
January 1, 2012 and is receiving a retirement annuity or
retirement pension under that system or fund and accepts on a
contractual Dbasis a position to provide services to a
governmental entity from which he or she has retired, then that
person's annuity or retirement pension earned as an active
employee of the employer shall be suspended during that
contractual service. A person receiving an annuity or
retirement pension under this Code shall notify the pension
fund or retirement system from which he or she is receiving an
annuity or retirement pension, as well as his or her

contractual employer, of his or her retirement status before
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accepting contractual employment. A person who fails to submit
such notification shall be guilty of a Class A misdemeanor and
required to pay a fine of $1,000. Upon termination of that
contractual employment, the person's retirement annuity or
retirement pension payments shall resume and, if appropriate,
be recalculated under the applicable provisions of this Code.

(i) Notwithstanding any other provision of this Section, a
person who first becomes a participant of the retirement system
established under Article 15 on or after January 1, 2011 shall
have the option to enroll in the self-managed plan created
under Section 15-158.2 of this Code.

(j) In the case of a conflict between the provisions of
this Section and any other provision of this Code, the
provisions of this Section shall control.

(Source: P.A. 96-889, eff. 1-1-11; 96-1490, eff. 1-1-11;

97-609, eff. 1-1-12.)

(40 ILCS 5/2-103.1 new)

Sec. 2-103.1. Traditional benefit package. "Traditional

benefit package" means the defined benefit retirement program

maintained by the System, which includes retirement annuities

pavable directly from the System, as provided in Sections

2-119, 2-119.01, 2-119.1, and 2-120; survivor's annuities

pavable directly from the System, as provided in Sections

2-121, 2-121.1, 2-121.2, and 2-121.3; and contribution

refunds, as provided in Section 2-123.
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(40 ILCS 5/2-103.2 new)

Sec. 2-103.2. Self-managed plan. "Self-managed plan" means

the defined contribution retirement program maintained by the

System, as described in Section 2-126.2. The self-managed plan

does not include retirement annuities or survivor's benefits

payvable directly from the System, as provided in Sections

2-119, 2-119.01, 2-119.1, 2-120, 2-121, 2-121.1, 2-121.2, and

2-121.3 or refunds determined under Section 2-123.

(40 ILCS 5/2-105.1 new)

Sec. 2-105.1. Tier I employee. "Tier I employee": A

participant who first became a participant before January 1,

2011.

(40 ILCS 5/2-108) (from Ch. 108 1/2, par. 2-108)

Sec. 2-108. Salary. "Salary": (1) For members of the
General Assembly, the total compensation paid to the member by
the State for one year of service, including the additional
amounts, 1if any, paid to the member as an officer pursuant to
Section 1 of "An Act in relation to the compensation and
emoluments of the members of the General Assembly", approved
December 6, 1907, as now or hereafter amended.

(2) For the State executive officers specified in Section
2-105, the total compensation paid to the member for one year

of service.



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

SB2357 - 13 - LRB098 10732 EFG 41071 b

(3) For members of the System who are participants under
Section 2-117.1, or who are serving as Clerk or Assistant Clerk
of the House of Representatives or Secretary or Assistant
Secretary of the Senate, the total compensation paid to the
member for one year of service, but not to exceed the salary of
the highest salaried officer of the General Assembly.

However, in the event that federal law results in any
participant receiving imputed income based on the wvalue of
group term life insurance provided by the State, such imputed
income shall not be included in salary for the purposes of this
Article.

Notwithstanding any other provision of this Code, for

periods of service on and after the effective date of this

amendatory Act of the 98th General Assembly, "salary" does not

include any annual remuneration for personal services in an

amount that is in excess of the annual contribution and benefit

base established for the previous year by the Commissioner of

Social Security pursuant to Section 230 of the federal Social

Security Act.

(Source: P.A. 86-27; 86-273; 86-1028; 86-1488.)

(40 ILCS 5/2-119) (from Ch. 108 1/2, par. 2-119)

Sec. 2-119. Retirement annuity - conditions for
eligibility.

(a) A participant whose service as a member is terminated,

regardless of age or cause, is entitled to a retirement annuity
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1. The date the annuity begins does not precede the
date of final termination of service, or is not more than
30 days before the receipt of the application by the board
in the case of annuities based on disability or one year
before the receipt of the application in the case of
annuities based on attained age;

2. The participant meets one of the following
eligibility requirements:

For a participant who first becomes a participant of
this System before January 1, 2011 (the effective date of
Public Act 96-889):

(A) He or she has attained age 55 and has at least
8 years of service credit;

(B) He or she has attained age 62 and terminated
service after July 1, 1971 with at least 4 years of
service credit; or

(C) He or she has completed 8 years of service and
has become permanently disabled and as a consequence,
is unable to perform the duties of his or her office.
For a participant who first becomes a participant of

this System on or after January 1, 2011 (the effective date
of Public Act 96-889), he or she has attained age 67 and
has at least 8 years of service credit.

Notwithstanding any other provision of this Code,
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beginning on the effective date of this amendatory Act of the

98th General Assembly, a Tier I employee shall not, regardless

of the amount of accrued service credit, be entitled to a

retirement annuity until he or she has attained age 62.

(a-5) A participant who first becomes a participant of this
System on or after January 1, 2011 (the effective date of
Public Act 96-889) who has attained age 62 and has at least 8
years of service credit may elect to receive the lower
retirement annuity provided 1in paragraph (c) of Section
2-119.01 of this Code.

(b) A participant shall be considered permanently disabled
only if: (1) disability occurs while in service and is of such
a nature as to prevent him or her from reasonably performing
the duties of his or her office at the time; and (2) the board
has received a written certificate by at least 2 licensed
physicians appointed by the board stating that the member 1is
disabled and that the disability is likely to be permanent.

(Source: P.A. 96-889, eff. 1-1-11; 96-1490, eff. 1-1-11.)

(40 ILCS 5/2-119.1) (from Ch. 108 1/2, par. 2-119.1)

Sec. 2-119.1. Automatic increase in retirement annuity.

(a) A participant who retires after June 30, 1967, and who
has not received an initial increase under this Section before
the effective date of this amendatory Act of 1991, shall, in
January or July next following the first anniversary of

retirement, whichever occurs first, and in the same month of
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each year thereafter, but in no event prior to age 60, have the
amount of the originally granted retirement annuity increased
as follows: for each year through 1971, 1 1/2%; for each year
from 1972 through 1979, 2%; and for 1980 and each vyear
thereafter, 3%. Annuitants who have received an initial
increase under this subsection prior to the effective date of
this amendatory Act of 1991 shall continue to receive their
annual increases in the same month as the initial increase.

(b) Beginning January 1, 1990, for eligible participants
who remain in service after attaining 20 years of creditable
service, the 3% increases provided under subsection (a) shall
begin to accrue on the January 1 next following the date upon
which the participant (1) attains age 55, or (2) attains 20
years of creditable service, whichever occurs later, and shall
continue to accrue while the participant remains in service;
such increases shall become payable on January 1 or July 1,
whichever occurs first, next following the first anniversary of
retirement. For any person who has service credit in the System
for the entire period from January 15, 1969 through December
31, 1992, regardless of the date of termination of service, the
reference to age 55 in clause (1) of this subsection (b) shall
be deemed to mean age 50.

This subsection (b) does not apply to any person who first
becomes a member of the System after the effective date of this
amendatory Act of the 93rd General Assembly.

(b-5) Notwithstanding any other provision of this Article,
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except subsections (f), (£-5), and (g) of this Section, a

participant who first becomes a participant on or after January
1, 2011 (the effective date of Public Act 96-889) shall, in
January or July next following the first anniversary of
retirement, whichever occurs first, and in the same month of
each year thereafter, but in no event prior to age 67, have the
amount of the retirement annuity then being paid increased by
% or the annual unadjusted percentage increase in the Consumer
Price Index for All Urban Consumers as determined by the Public
Pension Division of the Department of 1Insurance under
subsection (a) of Section 2-108.1, whichever is less.

(c) The foregoing provisions relating to automatic
increases are not applicable to a participant who retires
before having made contributions (at the rate prescribed in
Section 2-126) for automatic increases for less than the
equivalent of one full year. However, in order to be eligible
for the automatic increases, such a participant may make
arrangements to pay to the system the amount required to bring
the total contributions for the automatic increase to the
equivalent of one year's contributions based upon his or her
last salary.

(d) A participant who terminated service prior to July 1,
1967, with at least 14 years of service 1s entitled to an
increase in retirement annuity beginning January, 1976, and to
additional increases in January of each year thereafter.

The initial increase shall be 1 1/2% of the originally
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granted retirement annuity multiplied by the number of full
years that the annuitant was in receipt of such annuity prior
to January 1, 1972, plus 2% of the originally granted
retirement annuity for each vyear after that date. The
subsequent annual increases shall be at the rate of 2% of the
originally granted retirement annuity for each year through
1979 and at the rate of 3% for 1980 and thereafter.

(e) Beginning January 1, 1990, all automatic annual
increases payable under this Section shall be calculated as a
percentage of the total annuity payable at the time of the
increase, including previous increases granted under this
Article.

(f) Notwithstanding any other provision of this Code,

except subsection (f-5) of this Section, beginning on the

effective date of this amendatory Act of the 98th General

Assembly, the monthly retirement annuity of an annuitant shall

first be subject to annual increases on the January 1 occurring

on or next after either the attainment of age 67 or the January

1l occurring on or next after the fifth anniversary of the

annuity start date, whichever occurs earlier. If on the

effective date of this amendatory Act of the 98th General

Assembly an annuitant has already received an annual increase

under this Section but is not eligible to receive an annual

increase under this subsection (f), then the annual increases

already received shall continue in force, but no additional

annual increase shall be granted until the annuitant meets the
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new eligibility requirements.

(f-5) Notwithstanding subsection (f), no annual increase

shall be paid under this Section in a calendar vyear if, on

January 1 of the preceding calendar vear, the total assets of

the System are less than 85% of the total actuarial liabilities

of the System, as annually certified by the System.

(g) Notwithstanding any other provision of this Code,

except subsection (f-5), beginning on the effective date of

this amendatory Act of the 98th General Assembly, the amount of

each automatic annual increase in retirement annuity occurring

on or after the effective date of this amendatory Act of the

98th General Assembly shall be 3% or one-half of the annual

unadjusted percentage increase, if any, in the Consumer Price

Index-U for the 12 months ending with the preceding September,

whichever is less, of the originally granted retirement

annuity. For the purposes of this Section, "Consumer Price

Index-U" means the index published by the Bureau of Labor

Statistics of the United States Department of Labor that

measures the average change in prices of goods and services

purchased by all urban consumers, United States city average,

all items, 1982-84 = 100.

(Source: P.A. 96-889, eff. 1-1-11; 96-1490, eff. 1-1-11.)

(40 ILCS 5/2-126.2 new)

Sec. 2-126.2. Self-managed plan.

(a) The General Assembly finds that the State should have
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the flexibility to provide a defined contribution

(self-managed) plan for eligible participants. Accordingly,

the General Assembly Retirement System is hereby required,

within 6 months after the effective date of this Section, to

establish and administer a self-managed plan, which shall offer

participants the opportunity to accumulate assets for

retirement through a combination of participant and State

contributions that may be invested in mutual funds, collective

investment funds, or other investment products and used to

purchase annuity contracts, either fixed or wvariable or a

combination of fixed and variable. The plan must be gqualified

under the Internal Revenue Code of 1986.

(b) The Board shall adopt the self-managed plan established

under this Section for all participants under this Article.

The General Assembly Retirement System shall be the plan

sponsor for the self-managed plan and shall prepare a plan

document and adopt any rules and procedures as are considered

necessary or desirable for the administration of the

self-managed plan. Consistent with its fiduciary duty to the

participants and beneficiaries of the self-managed plan, the

Board of Trustees of the System may delegate aspects of plan

administration as it sees fit to companies authorized to do

business in this State.

(c) The System shall solicit proposals to provide

administrative services and funding vehicles for the

self-managed plan from insurance and annuity companies and
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mutual fund companies, Dbanks, trust companies, or other

financial institutions authorized to do business in this State.

In reviewing the ©proposals received and approving and

contracting with no fewer than 2 and no more than 7 companies,

the Board of Trustees of the System shall consider, among other

things, the following criteria:

(1) the nature and extent of the benefits that would be

provided to the participants;

(2) the reasonableness of the benefits in relation to

the premium charged;

(3) the suitability of the benefits to the needs and

interests of the participants and the State; and

(4) the ability of the company to provide benefits

under the contract and the financial stability of the

company.

The System shall periodically review each approved

company. A company may continue to provide administrative

services and funding vehicles for the self-managed plan only so

long as it continues to be an approved company under contract

with the Board.

In addition to the companies approved by the System under

this subsection (c), the System may offer its participants an

investment fund managed by the System.

(d) Participants in the program must be allowed to direct

the transfer of their account balances among the wvarious

investment options offered, subject to applicable contractual
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provisions. The participant shall not be deemed a fiduciary by

reason of providing such investment direction. A person who is

a fiduciary shall not be liable for any loss resulting from

that investment direction and shall not be deemed to have

breached any fiduciary duty by acting in accordance with that

direction. Neither the System nor the State shall guarantee any

of the investments in the participant's account balances.

(e) Notwithstanding any other provision of this Code,

beginning on the effective date of the self-managed plan

established pursuant to this Section, all participants shall

participate in the self-managed plan instead of the traditional

benefit package with respect to service under this Article on

and after that date. A member's participation in the

traditional benefit package under this Article shall terminate

on that date, and any existing rights and credits in the

traditional benefit package shall be rolled over into the

self-managed plan in accordance with subsection (f) of this

Section.

Participation in the self-managed plan under this Section

shall constitute participation in the General Assembly

Retirement System.

A participant under this Section shall be entitled to the

benefits of Article 20 of this Code.

(f) If, on the effective date of the self-managed plan

established under this Section, a participant has rights and

credits in the System due to previous participation in the
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traditional benefit package, the System shall establish for the

participant an opening account balance in the self-managed

plan, equal to (1) the amount of the contribution refund that

the participant would be eligible to receive under Section

2-123 if the participant terminated employment on that date and

elected a refund of contributions and (2) an amount equal to

the regular employer contribution that would be required to

fund the actual reqular cost incurred for each year of service

credit earned, provided that the total opening account balance

does not exceed 7.6% of the participant's salary for that vyear,

plus interest. The interest used in this subsection (f) is

calculated as the average annual rate of return that the System

has earned over the past 20 fiscal vears and is compounded. The

System shall transfer assets from the defined benefit

retirement program to the self-managed plan, as a tax-free

transfer in accordance with Internal Revenue Service

guidelines, for purposes of funding the participant's opening

account balance.

(g) Notwithstanding any other provision of this Article, a

participant may not purchase or receive service or service

credit applicable to the traditional benefit package under this

Article for any period during which the member was a

participant in the self-managed plan established under this

Section.

(h) The self-managed plan shall be funded by contributions

from participants in the self-managed plan, as provided in this
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Section.

The annual required contribution for participants in the

self-managed plan shall be an amount equal to 6% of the

employee's salary. This required contribution shall be made as

an employer pick-up under Section 414(h) of the Internal

Revenue Code of 1986 or any successor Section thereof.

Participants may make additional contributions to the

self-managed plan in accordance with procedures prescribed by

the System, to the extent permitted under rules adopted by the

System.

(1) A participant in the self-managed plan who receives a

distribution from the self-managed plan while not yet eligible

for retirement under this Article (and Article 20, if

applicable) shall forfeit all service credit and accrued rights

in the System; if he or she subsequently becomes a participant

under this Article again, he or she shall be considered a new

participant. If a former participant again becomes a

participating member (or becomes employed by a participating

system under Article 20 of this Code) and continues as such for

at least 2 vyears, all rights, service credits, and previous

status as a participant shall be restored upon repayment of the

amount of the distribution, without interest.

(1) If a participant in the self-managed plan terminates

employment, the participant shall be entitled to a benefit that

is based on the account wvalues attributable to contributions

and any investment return thereon.




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

SB2357

(k)

- 25 - LRB098 10732 EFG 41071 b

If a participant so requests, a distribution of funds

from the self-managed plan may be paid in the form of a direct

rollover to another qualified plan, to the extent allowed by

federal law and in accordance with the rules of the System.

(40

Sec.

(1)

ILCS 5/7-109) (from Ch. 108 1/2, par. 7-109)
7-109. Employee.
"Employee" means any person who:
(a) 1. Receives earnings as payment for the performance
of personal services or official duties out of the
general fund of a municipality, or out of any special
fund or funds controlled by a municipality, or by an
instrumentality thereof, or a participating
instrumentality, including, in counties, the fees or
earnings of any county fee office; and

2. Under the usual common law rules applicable in
determining the employer-employee relationship, has

the status of an employee with a municipality, or any

instrumentality thereof, or a participating
instrumentality, including aldermen, county
supervisors and other persons (excepting those

employed as independent contractors) who are paid
compensation, fees, allowances or other emolument for
official duties, and, in counties, the several county
fee offices.

(b) Serves as a township treasurer appointed under the
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School Code, as heretofore or hereafter amended, and who
receives for such services regular compensation as
distinguished from per diem compensation, and any regular
employee in the office of any township treasurer whether or
not his earnings are paid from the income of the permanent
township fund or from funds subject to distribution to the
several school districts and parts of school districts as
provided in the School Code, or from both such sources; or
is the chief executive officer, chief educational officer,
chief fiscal officer, or other employee of a Financial
Oversight Panel established pursuant to Article 1H of the
School Code, other than a superintendent or certified
school business official, except that such person shall not
be treated as an employee under this Section if that person
has negotiated with the Financial Oversight Panel, in
conjunction with the school district, a contractual
agreement for exclusion from this Section.

(c) Holds an elective office 1in a municipality,
instrumentality thereof or participating instrumentality.
(2) "Employee" does not include persons who:

(a) Are eligible for inclusion wunder any of the
following laws:

1. "An Act 1in relation to an Illinois State

Teachers' Pension and Retirement Fund", approved May

27, 1915, as amended;

2. Articles 15 and 16 of this Code.
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However, such persons shall be included as employees to
the extent of earnings that are not eligible for inclusion
under the foregoing laws for services not of an
instructional nature of any kind.

However, any member of the armed forces who is employed
as a teacher of subjects in the Reserve Officers Training
Corps of any school and who is not certified under the law
governing the certification of teachers shall be included
as an employee.

(b) Are designated by the governing body of a
municipality in which a pension fund is required by law to
be established for policemen or firemen, respectively, as
performing police or fire protection duties, except that
when such persons are the heads of the police or fire
department and are not eligible to be included within any
such pension fund, they shall be included within this
Article; provided, that such persons shall not be excluded
to the extent of concurrent service and earnings not
designated as being for police or fire protection duties.
However, (i) any head of a police department who was a
participant under this Article immediately before October
1, 1977 and did not elect, under Section 3-109 of this Act,
to participate in a police pension fund shall be an
"employee", and (ii) any chief of police who elects to
participate in this Fund under Section 3-109.1 of this

Code, regardless of whether such person continues to be
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employed as chief of police or is employed in some other
rank or capacity within the police department, shall be an
employee under this Article for so long as such person is
employed to perform police duties by a participating
municipality and has not lawfully rescinded that election.

(c) After August 26, 2011 (the effective date of Public
Act 97-609), are contributors to or eligible to contribute
to a Taft-Hartley pension plan established on or before
June 1, 2011 and are employees of a theatre, arena, or
convention center that is located in a municipality located
in a county with a population greater than 5,000,000, and
to which the participating municipality is required to
contribute as the person's employer based on earnings from
the municipality. Nothing in this paragraph shall affect
service credit or creditable service for any period of
service prior to August 26, 2011, and this paragraph shall
not apply to individuals who are participating in the Fund
prior to August 26, 2011.

(d) Become an employee of any of the following

participating instrumentalities on or after the effective

date of this amendatory Act of the 98th General Assembly:

the Illinois Municipal League; the Illinois Association of

Park Districts; the Illinois Supervisors, County

Commissioners and Superintendents of Highways Association;

an association, or not-for-profit corporation, membership

in which is authorized under Section 85-15 of the Township
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Code; the United Counties Council; or the Will County

Governmental League.

(3) All persons, including, without limitation, public
defenders and probation officers, who receive earnings from
general or special funds of a county for performance of
personal services or official duties within the territorial
limits of the county, are employees of the county (unless
excluded by subsection (2) of this Section) notwithstanding
that they may be appointed by and are subject to the direction
of a person or persons other than a county board or a county
officer. It 1is hereby established that an employer-employee
relationship under the usual common law rules exists between
such employees and the county paying their salaries by reason
of the fact that the county boards fix their rates of
compensation, appropriate funds for payment of their earnings
and otherwise exercise control over them. This finding and this
amendatory Act shall apply to all such employees from the date
of appointment whether such date is prior to or after the
effective date of this amendatory Act and 1is intended to
clarify existing law pertaining to their status as
participating employees in the Fund.

(Source: P.A. 97-429, eff. 8-16-11; 97-609, eff. 8-206-11;

97-813, eff. 7-13-12.)

(40 ILCS 5/14-103.10) (from Ch. 108 1/2, par. 14-103.10)

Sec. 14-103.10. Compensation.
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(a) For periods of service prior to January 1, 1978, the
full rate of salary or wages payable to an employee for
personal services performed if he worked the full normal
working period for his position, subject to the following
maximum amounts: (1) prior to July 1, 1951, $400 per month or
$4,800 per year; (2) between July 1, 1951 and June 30, 1957
inclusive, $625 per month or $7,500 per year; (3) beginning
July 1, 1957, no limitation.

In the case of service of an employee in a position
involving part-time employment, compensation shall be
determined according to the employees' earnings record.

(b) For periods of service on and after January 1, 1978,
all remuneration for personal services performed defined as
"wages" under the Social Security Enabling Act, including that
part of such remuneration which is in excess of any maximum
limitation provided in such Act, and including any benefits
received by an employee under a sick pay plan in effect before
January 1, 1981, but excluding lump sum salary payments:

(1) for wvacation,

(2) for accumulated unused sick leave,
(3) upon discharge or dismissal,

(4) for approved holidays.

(c) For periods of service on or after December 16, 1978,
compensation also includes any benefits, other than lump sum
salary payments made at termination of employment, which an

employee receives or is eligible to receive under a sick pay
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plan authorized by law.

(d) For periods of service after September 30, 1985,
compensation also includes any remuneration for personal
services not included as "wages" under the Social Security
Enabling Act, which is deducted for purposes of participation
in a program established pursuant to Section 125 of the
Internal Revenue Code or its successor laws.

(e) For members for which Section 1-160 applies for periods
of service on and after January 1, 2011, all remuneration for
personal services performed defined as "wages" under the Social
Security Enabling Act, excluding remuneration that is in excess
of the annual earnings, salary, or wages of a member or
participant, as provided in subsection (b-5) of Section 1-160,
but including any benefits received by an employee under a sick
pay plan in effect before January 1, 1981. Compensation shall
exclude lump sum salary payments:

(1) for vacation;

(2) for accumulated unused sick leave;
(3) upon discharge or dismissal; and
(4) for approved holidays.

(f) Notwithstanding any other provision of this Code, for

periods of service on and after the effective date of this

amendatory Act of the 98th General Assembly, "compensation"

does not include any annual remuneration for personal services

in an amount that i1s in excess of the annual contribution and

benefit base established for the previous vear by the
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Commissioner of Social Security pursuant to Section 230 of the

federal Social Security Act or any remuneration for overtime.

(Source: P.A. 96-1490, eff. 1-1-11.)

(40 ILCS 5/14-103.40 new)

Sec. 14-103.40. Tier I employee. "Tier I employee": An

employee under this Article who first became a member or

participant before January 1, 2011 under any reciprocal

retirement system or pension fund established under this Code

other than a retirement system or pension fund established

under Article 2, 3, 4, 5, 6, or 18 of this Code.

(40 ILCS 5/14-103.41 new)

Sec. 14-103.41. Tier II employee. "Tier II employee": An

employee under this Article to whom Section 1-160 applies.

(40 ILCS 5/14-103.42 new)

Sec. 14-103.42. Traditional benefit package. "Traditional

benefit package" means the defined benefit retirement program

maintained by the System, which includes retirement annuities

payvable directly from the System, as provided in Sections

14-107, 14-108, 14-108.3, 14-108.4, 14-109, 14-110, 14-112,

14-113, 14-114, and 14-115; disability benefits pavyable under

Sections 14-123, 14-123.1, 14-124, 14-125, 14-125.1, and

14-126; death benefits pavyable directly from the System, as

provided in Sections 14-116, 14-117, and 14-128; widow or
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survivors annuities payable directly from the System, as

provided in Sections 14-118, 14-119, 14-120, 14-121, 14-121.1,

and 14-122; and contribution refunds, as provided in Section

14-130. The traditional benefit package also includes any

benefits determined under Section 1-160 with respect to service

performed under this Article.

(40 ILCS 5/14-103.43 new)

Sec. 14-103.43. Self-managed plan. "Self-managed plan"

means the defined contribution retirement program maintained

under the System, as described in Section 14-133.2. The

self-managed plan also includes disability benefits, as

provided in Sections 14-123, 14-123.1, 14-124, 14-125,

14-125.1, and 14-126. The self-managed plan does not include

retirement annuities, death benefits, widow or survivors

annuities payable directly from the System, as provided in

Sections 14-107, 14-108, 14-108.3, 14-108.4, 14-109, 14-110,

14-112, 14-113, 14-114, 14-115, 14-116, 14-117, 14-118,

14-119, 14-120, 14-121, 14-121.1, 14-122, and 14-128 or refunds

determined under Section 14-130.

(40 ILCS 5/14-106.5 new)

Sec. 14-106.5. Suspension of the accrual of benefits under

the traditional benefit package.

(a) Notwithstanding any other provision of this Code, the

retirement annuity of a member who satisfies, on the effective
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date of the self-managed plan established under Section

14-133.2, the service requirement for a retirement annuity

under this Article and who retires on or after that date shall

be calculated based on the service credit accrued under this

Article prior to that date and the member's annual rate of

compensation on that date.

However, notwithstanding any other provision of this Code,

a member who does not, on the effective date of the

self-managed plan established under Section 14-133.2, satisfy

the service requirement for a retirement annuity under this

Article shall not be entitled to a retirement annuity under

this Article, but shall instead be eligible to have an initial

account balance established in the self-managed plan in

accordance with Section 14-133.2.

(b) Notwithstanding any other provision of this Code, if a

member or any other person is eligible for a benefit in the

traditional benefit package, other than a retirement annuity,

on the effective date of the self-managed plan established

under Section 14-133.2, then he or she shall continue to be

eligible for that benefit while he or she continues to meet all

otherwise applicable eligibility requirements.

However, notwithstanding any other provision of this Code,

if a member or other person is ineligible for a benefit in the

traditional benefit package, other than a retirement annuity,

on the effective date of the self-managed plan established

under Section 14-133.2, then he or she shall remain ineligible




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

SB2357 - 35 - LRB098 10732 EFG 41071 b

for that benefit on and after the effective date of this

Section.

(40 ILCS 5/14-107) (from Ch. 108 1/2, par. 14-107)

Sec. 14-107. Retirement annuity - service and age -
conditions. A member is entitled to a retirement annuity after
having at least 8 years of creditable service.

A member who has at least 35 years of creditable service
may claim his or her retirement annuity at any age. A member
having at least 8 years of creditable service but less than 35
may claim his or her retirement annuity upon or after
attainment of age 60 or, beginning January 1, 2001, any lesser
age which, when added to the number of years of his or her
creditable service, equals at least 85. A member upon or after
attainment of age 55 having at least 25 years of creditable
service (30 years 1f retirement is before January 1, 2001) may
elect to receive the lower retirement annuity provided in
paragraph (c) of Section 14-108 of this Code. For purposes of
the rule of 85, portions of years shall be counted in whole
months.

Notwithstanding any other ©provision of this Code,

beginning on the effective date of this amendatory Act of the

98th General Assembly, a member shall not, regardless of the

amount of accrued service credit, be entitled to a retirement

annuity until he or she has attained age 62, except as provided

in Section 14-110 and subsection (g) of Section 1-160.
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The allowance shall begin with the first full calendar
month specified in the member's application therefor, the first
day of which shall not be before the date of withdrawal as
approved by the board. Regardless of the date of withdrawal,
the allowance need not begin within one year of application
therefor.

(Source: P.A. 91-927, eff. 12-14-00.)

(40 ILCS 5/14-110) (from Ch. 108 1/2, par. 14-110)

Sec. 14-110. Alternative retirement annuity.

(a) Any member who has withdrawn from service with not less
than 20 years of eligible creditable service and has attained
age 55, and any member who has withdrawn from service with not
less than 25 years of eligible creditable service and has
attained age 50, regardless of whether the attainment of either
of the specified ages occurs while the member is still in

service, shall, upon payment of the amount specified in

subsection (0), be entitled to receive at the option of the

member, in lieu of the regular or minimum retirement annuity, a
retirement annuity computed as follows:

(i) for periods of service as a noncovered employee: if
retirement occurs on or after January 1, 2001, 3% of final
average compensation for each year of creditable service;
if retirement occurs before January 1, 2001, 2 1/4% of
final average compensation for each of the first 10 years

of creditable service, 2 1/2% for each year above 10 years



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

SB2357 - 37 - LRB098 10732 EFG 41071 b

to and including 20 years of creditable service, and 2 3/4%
for each year of creditable service above 20 years; and

(ii) for periods of eligible creditable service as a
covered employee: i1if retirement occurs on or after January

1, 2001, 2.5% of final average compensation for each year

of creditable service; if retirement occurs before January

1, 2001, 1.67% of final average compensation for each of

the first 10 years of such service, 1.90% for each of the

next 10 years of such service, 2.10% for each year of such
service in excess of 20 but not exceeding 30, and 2.30% for

each year in excess of 30.

Such annuity shall be subject to a maximum of 75% of final
average compensation 1if retirement occurs before January 1,
2001 or to a maximum of 80% of final average compensation if
retirement occurs on or after January 1, 2001.

These rates shall not be applicable to any service
performed by a member as a covered employee which is not
eligible creditable service. Service as a covered employee
which is not eligible creditable service shall be subject to
the rates and provisions of Section 14-108.

(b) For the purpose of this Section, prior to the effective

date of this amendatory Act of the 98th General Assembly,

"eligible creditable service" means creditable service
resulting from service 1in one or more of the following
positions:

(1) State policeman;
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(2) fire fighter in the fire protection service of a
department;

(3) air pilot;

(4) special agent;

(5) investigator for the Secretary of State;

(6) conservation police officer;

(7) investigator for the Department of Revenue or the
Illinois Gaming Board;

(8) security employee of the Department of Human

Services;

(9) Central Management Services security police
officer;

(10) security employee of the Department of

Corrections or the Department of Juvenile Justice;

(11) dangerous drugs investigator;

(12) investigator for the Department of State Police;

(13) dinvestigator for the Office of the Attorney
General;

(14) controlled substance inspector;

(15) investigator for the Office of the State's
Attorneys Appellate Prosecutor;

(16) Commerce Commission police officer;

(17) arson investigator;

(18) State highway maintenance worker.
A person employed in one of the positions specified in this

subsection is entitled to eligible creditable service for
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service credit earned under this Article while undergoing the
basic police training course approved by the Illinois Law
Enforcement Training Standards Board, if completion of that
training is required of persons serving in that position. For
the purposes of this Code, service during the required basic
police training course shall be deemed performance of the
duties of the specified position, even though the person is not
a sworn peace officer at the time of the training.

(b-1) For the purpose of this Section, on and after the

effective date of this amendatory Act of the 98th General

Assembly, "eligible creditable service" means creditable

service resulting from service in one or more of the following

positions:

(1) State policeman;

(2) special agent;

(3) security employee of the Department of

Corrections;

(4) investigator for the Department of State Police.

(c) For the purposes of this Section:

(1) The term "state policeman" includes any title or
position in the Department of State Police that is held by
an individual employed under the State Police Act.

(2) The term "fire fighter in the fire protection
service of a department" includes all officers in such fire
protection service including fire chiefs and assistant

fire chiefs.
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(3) The term "air pilot" includes any employee whose
official Jjob description on file in the Department of
Central Management Services, or in the department by which
he is employed if that department is not covered by the
Personnel Code, states that his principal duty 1is the
operation of aircraft, and who possesses a pilot's license;
however, the change in this definition made by this
amendatory Act of 1983 shall not operate to exclude any
noncovered employee who was an "air pilot" for the purposes
of this Section on January 1, 1984.

(4) The term "special agent" means any person who by
reason of employment by the Division of Narcotic Control,
the Bureau of Investigation or, after July 1, 1977, the
Division of Criminal 1Investigation, the Division of
Internal Investigation, the Division of Operations, or any
other Division or organizational entity in the Department
of State Police is vested by law with duties to maintain
public order, investigate violations of the criminal law of
this State, enforce the laws of this State, make arrests
and recover property. The term "special agent" includes any
title or position in the Department of State Police that is
held by an individual employed under the State Police Act.

(5) The term "investigator for the Secretary of State"
means any person employed by the Office of the Secretary of
State and vested with such investigative duties as render

him ineligible for coverage under the Social Security Act
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by reason of Sections 218(d) (5) (A), 218(d) (8) (D) and
218 (1) (1) of that Act.

A person who became employed as an investigator for the
Secretary of State between January 1, 1967 and December 31,
1975, and who has served as such until attainment of age
60, either continuously or with a single break in service
of not more than 3 years duration, which break terminated
before January 1, 1976, shall be entitled to have his
retirement annuity calculated in accordance with
subsection (a), notwithstanding that he has less than 20
years of credit for such service.

(6) The term "Conservation Police Officer" means any
person employed by the Division of Law Enforcement of the
Department of Natural Resources and vested with such law
enforcement duties as render him ineligible for coverage
under the Social Security Act by reason of Sections
218 (d) (5) (A), 218(d) (8) (D), and 218(1) (1) of that Act. The
term "Conservation Police Officer" includes the positions
of Chief Conservation Police Administrator and Assistant
Conservation Police Administrator.

(7) The term "investigator for the Department of
Revenue" means any person employed by the Department of
Revenue and vested with such investigative duties as render
him ineligible for coverage under the Social Security Act
by reason of Sections 218(d) (5) (A), 218(d) (8) (D) and

218 (1) (1) of that Act.
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The term "investigator for the Illinois Gaming Board"
means any person employed as such by the Illinois Gaming
Board and vested with such peace officer duties as render
the person ineligible for coverage under the Social
Security Act by reason of Sections 218 (d) (5) (»),
218 (d) (8) (D), and 218(1l) (1) of that Act.

(8) The term "security employee of the Department of
Human Services" means any person employed by the Department
of Human Services who (i) is employed at the Chester Mental
Health Center and has daily contact with the residents
thereof, (ii) 1is employed within a security unit at a
facility operated by the Department and has daily contact
with the residents of the security unit, (iii) 1is employed
at a facility operated by the Department that includes a
security unit and is regularly scheduled to work at least
50% of his or her working hours within that security unit,
or (iv) 1s a mental health police officer. "Mental health
police officer" means any person employed by the Department
of Human Services in a position pertaining to the
Department's mental health and developmental disabilities
functions who is vested with such law enforcement duties as
render the person ineligible for coverage under the Social
Security Act by reason of Sections 218 (d) (5) (A),
218 (d) (8) (D) and 218(1) (1) of that Act. "Security unit"
means that portion of a facility that is devoted to the

care, containment, and treatment of persons committed to
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the Department of Human Services as sexually violent
persons, persons unfit to stand trial, or persons not
guilty by reason of insanity. With respect to past
employment, references to the Department of Human Services
include its predecessor, the Department of Mental Health
and Developmental Disabilities.

The changes made to this subdivision (c) (8) by Public
Act 92-14 apply to persons who retire on or after January
1, 2001, notwithstanding Section 1-103.1.

(9) "Central Management Services security police
officer" means any person employed by the Department of
Central Management Services who is vested with such law
enforcement duties as render him ineligible for coverage
under the Social Security Act by reason of Sections
218 (d) (5) (A), 218(d) (8) (D) and 218(1) (1) of that Act.

(10) For a member who first became an employee under
this Article before July 1, 2005, the term "security
employee of the Department of Corrections or the Department
of Juvenile Justice" means any employee of the Department
of Corrections or the Department of Juvenile Justice or the
former Department of Personnel, and any member or employee
of the Prisoner Review Board, who has daily contact with
inmates or youth by working within a correctional facility
or Juvenile facility operated by the Department of Juvenile
Justice or who is a parole officer or an employee who has

direct contact with committed persons in the performance of
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his or her job duties. For a member who first becomes an
employee under this Article on or after July 1, 2005, the
term means an employee of the Department of Corrections or
the Department of Juvenile Justice who is any of the
following: (i) officially headquartered at a correctional
facility or Juvenile facility operated by the Department of
Juvenile Justice, (ii) a parole officer, (iii) a member of
the apprehension unit, (iv) a member of the intelligence
unit, (v) a member of the sort team, or (vi) an
investigator.

(11) The term "dangerous drugs investigator" means any
person who is employed as such by the Department of Human
Services.

(12) The term "investigator for the Department of State
Police" means a person employed by the Department of State
Police who 1is vested under Section 4 of the Narcotic
Control Division Abolition Act with such law enforcement
powers as render him ineligible for coverage under the
Social Security Act by reason of Sections 218(d) (5) (4),
218 (d) (8) (D) and 218(1) (1) of that Act.

(13) "Investigator for the Office of the Attorney
General" means any person who is employed as such by the
Office of the Attorney General and is vested with such
investigative duties as render him ineligible for coverage
under the Social Security Act by reason of Sections

218 (d) (5) (A), 218(d) (8) (D) and 218(1l) (1) of that Act. For
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the period before January 1, 1989, the term includes all
persons who were employed as investigators by the Office of
the Attorney General, without regard to social security
Status.

(14) "Controlled substance inspector" means any person
who is employed as such by the Department of Professional
Regulation and is vested with such law enforcement duties
as render him ineligible for coverage under the Social
Security Act by reason of Sections 218 (d) (5) (A),
218 (d) (8) (D) and 218(1) (1) of that Act. The term
"controlled substance inspector" includes the Program
Executive of Enforcement and the Assistant Program
Executive of Enforcement.

(15) The term "investigator for the Office of the
State's Attorneys Appellate Prosecutor" means a person
employed in that capacity on a full time basis under the
authority of Section 7.06 of the State's Attorneys
Appellate Prosecutor's Act.

(16) "Commerce Commission police officer" means any
person employed by the Illinois Commerce Commission who is
vested with such law enforcement duties as render him
ineligible for coverage under the Social Security Act by
reason of Sections 218 (d) (5) (»), 218 (d) (8) (D), and
218 (1) (1) of that Act.

(17) "Arson investigator"™ means any person who 1is

employed as such by the Office of the State Fire Marshal
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and is vested with such law enforcement duties as render
the person 1ineligible for coverage under the Social
Security Act by reason of Sections 218 (d) (5) (&),
218 (d) (8) (D), and 218(1) (1) of that Act. A person who was
employed as an arson investigator on January 1, 1995 and is
no longer in service but not yet receiving a retirement
annuity may convert his or her creditable service for
employment as an arson investigator into eligible
creditable service by paying to the System the difference
between the employee contributions actually paid for that
service and the amounts that would have been contributed if
the applicant were contributing at the rate applicable to
persons with the same social security status earning
eligible creditable service on the date of application.

(18) The term "State highway maintenance worker" means
a person who is either of the following:

(i) A person employed on a full-time basis by the
Illinois Department of Transportation in the position
of highway maintainer, highway maintenance lead
worker, highway maintenance lead/lead worker, heavy
construction equipment operator, power shovel
operator, or Dbridge mechanic; and whose principal
responsibility is to perform, on the roadway, the
actual maintenance necessary to keep the highways that
form a part of the State highway system in serviceable

condition for vehicular traffic.
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(ii) A person employed on a full-time basis by the
Illinois State Toll Highway Authority in the position
of equipment operator/laborer H-4, equipment
operator/laborer H-6, welder H-4, welder H-6,
mechanical/electrical H-4, mechanical/electrical H-6,
water/sewer H-4, water/sewer H-6, sign maker/hanger
H-4, sign maker/hanger H-6, roadway lighting H-4,
roadway lighting H-6, structural H-4, structural H-6,
painter H-4, or painter H-6; and whose principal
responsibility is to perform, on the roadway, the
actual maintenance necessary to keep the Authority's
tollways 1n serviceable condition for wvehicular
traffic.

(d) A security employee of the Department of Corrections or
the Department of Juvenile Justice, and a security employee of
the Department of Human Services who 1is not a mental health
police officer, shall not be eligible for the alternative
retirement annuity provided by this Section unless he or she
meets the following minimum age and service requirements at the
time of retirement:

(1) 25 years of eligible creditable service and age 55;
or

(1ii) beginning January 1, 1987, 25 years of eligible
creditable service and age 54, or 24 vyears of eligible
creditable service and age 55; or

(iii) beginning January 1, 1988, 25 years of eligible
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creditable service and age 53, or 23 years of eligible
creditable service and age 55; or

(iv) beginning January 1, 1989, 25 years of eligible
creditable service and age 52, or 22 years of eligible
creditable service and age 55; or

(v) beginning January 1, 1990, 25 years of eligible
creditable service and age 51, or 21 years of eligible
creditable service and age 55; or

(vi) beginning January 1, 1991, 25 years of eligible
creditable service and age 50, or 20 years of eligible

creditable service and age 55.

Persons who have service credit under Article 16 of this
Code for service as a security employee of the Department of
Corrections or the Department of Juvenile Justice, or the
Department of Human Services in a ©position requiring
certification as a teacher may count such service toward
establishing their eligibility under the service requirements
of this Section; but such service may be used only for
establishing such eligibility, and not for the purpose of
increasing or calculating any benefit.

(e) If a member enters military service while working in a
position in which eligible creditable service may be earned,
and returns to State service in the same or another such
position, and fulfills in all other respects the conditions
prescribed in this Article for credit for military service,

such military service shall be credited as eligible creditable
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service for the purposes of the retirement annuity prescribed
in this Section.

(f) For purposes of calculating retirement annuities under
this Section, periods of service rendered after December 31,
1968 and before October 1, 1975 as a covered employee in the
position of special agent, conservation police officer, mental
health police officer, or investigator for the Secretary of
State, shall be deemed to have been service as a noncovered
employee, provided that the employee pays to the System prior
to retirement an amount equal to (1) the difference between the
employee contributions that would have been required for such
service as a noncovered employee, and the amount of employee
contributions actually paid, plus (2) if payment is made after
July 31, 1987, regular interest on the amount specified in item
(1) from the date of service to the date of payment.

For purposes of calculating retirement annuities wunder
this Section, periods of service rendered after December 31,
1968 and before January 1, 1982 as a covered employee in the
position of investigator for the Department of Revenue shall be
deemed to have been service as a noncovered employee, provided
that the employee pays to the System prior to retirement an
amount equal to (1) the difference between the employee
contributions that would have been required for such service as
a noncovered employee, and the amount of employee contributions
actually paid, plus (2) if payment is made after January 1,

1990, regular interest on the amount specified in item (1) from



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

SB2357 - 50 - LRB098 10732 EFG 41071 b

the date of service to the date of payment.

(g) A State policeman may elect, not later than January 1,
1990, to establish eligible creditable service for up to 10
years of his service as a policeman under Article 3, by filing
a written election with the Board, accompanied by payment of an
amount to Dbe determined by the Board, equal to (i) the
difference Dbetween the amount of employee and employer
contributions transferred to the System under Section 3-110.5,
and the amounts that would have been contributed had such
contributions been made at the rates applicable to State
policemen, plus (ii) interest thereon at the effective rate for
each year, compounded annually, from the date of service to the
date of payment.

Subject to the limitation in subsection (i), a State
policeman may elect, not later than July 1, 1993, to establish
eligible creditable service for up to 10 years of his service
as a member of the County Police Department under Article 9, by
filing a written election with the Board, accompanied by
payment of an amount to be determined by the Board, equal to
(1) the difference between the amount of employee and employer
contributions transferred to the System under Section 9-121.10
and the amounts that would have been contributed had those
contributions been made at the rates applicable to State
policemen, plus (ii) interest thereon at the effective rate for
each year, compounded annually, from the date of service to the

date of payment.
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(h) Subject to the limitation in subsection (i), a State
policeman or investigator for the Secretary of State may elect
to establish eligible creditable service for up to 12 years of
his service as a policeman under Article 5, by filing a written
election with the Board on or before January 31, 1992, and
paying to the System by January 31, 1994 an amount to be
determined by the Board, equal to (i) the difference between
the amount of employee and employer contributions transferred
to the System under Section 5-236, and the amounts that would
have been contributed had such contributions been made at the
rates applicable to State policemen, plus (ii) interest thereon
at the effective rate for each year, compounded annually, from
the date of service to the date of payment.

Subject to the limitation in subsection (i), a State
policeman, conservation police officer, or investigator for
the Secretary of State may elect to establish eligible
creditable service for up to 10 years of service as a sheriff's
law enforcement employee under Article 7, by filing a written
election with the Board on or before January 31, 1993, and
paying to the System by January 31, 1994 an amount to be
determined by the Board, equal to (i) the difference between
the amount of employee and employer contributions transferred
to the System under Section 7-139.7, and the amounts that would
have been contributed had such contributions been made at the
rates applicable to State policemen, plus (ii) interest thereon

at the effective rate for each year, compounded annually, from
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the date of service to the date of payment.

Subject to the limitation in subsection (i), a State
policeman, conservation police officer, or investigator for
the Secretary of State may elect to establish eligible
creditable service for up to 5 years of service as a police
officer under Article 3, a policeman wunder Article 5, a
sheriff's law enforcement employee under Article 7, a member of
the county police department under Article 9, or a police
officer under Article 15 by filing a written election with the
Board and paying to the System an amount to be determined by
the Board, equal to (i) the difference between the amount of
employee and employer contributions transferred to the System
under Section 3-110.6, 5-236, 7-139.8, 9-121.10, or 15-134.4
and the amounts that would have been contributed had such
contributions been made at the rates applicable to State
policemen, plus (ii) interest thereon at the effective rate for
each year, compounded annually, from the date of service to the
date of payment.

Subject to the limitation in subsection (1), an
investigator for the Office of the Attorney General, or an
investigator for the Department of Revenue, may elect to
establish eligible creditable service for up to 5 years of
service as a police officer under Article 3, a policeman under
Article 5, a sheriff's law enforcement employee under Article
7, or a member of the county police department under Article 9

by filing a written election with the Board within 6 months
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after August 25, 2009 (the effective date of Public Act 96-745)
and paying to the System an amount to be determined by the
Board, equal to (i) the difference between the amount of
employee and employer contributions transferred to the System
under Section 3-110.6, 5-236, 7-139.8, or 9-121.10 and the
amounts that would have been contributed had such contributions
been made at the rates applicable to State policemen, plus (ii)
interest thereon at the actuarially assumed rate for each year,
compounded annually, from the date of service to the date of
payment.

Subject to the limitation in subsection (i), a State
policeman, conservation police officer, investigator for the
Office of the Attorney General, an investigator for the
Department of Revenue, or investigator for the Secretary of
State may elect to establish eligible creditable service for up
to 5 years of service as a person employed by a participating
municipality to perform police duties, or law enforcement
officer employed on a full-time basis by a forest preserve
district under Article 7, a county corrections officer, or a
court services officer under Article 9, by filing a written
election with the Board within 6 months after August 25, 2009
(the effective date of Public Act 96-745) and paying to the
System an amount to be determined by the Board, equal to (i)
the difference between the amount of employee and employer
contributions transferred to the System under Sections 7-139.8

and 9-121.10 and the amounts that would have been contributed
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had such contributions been made at the rates applicable to
State policemen, plus (ii) interest thereon at the actuarially
assumed rate for each year, compounded annually, from the date
of service to the date of payment.

(1) The total amount of eligible creditable service
established by any person under subsections (g), (h), (3), (k),
and (1) of this Section shall not exceed 12 years.

(j) Subject to the limitation in subsection (i), an
investigator for the Office of the State's Attorneys Appellate
Prosecutor or a controlled substance inspector may elect to
establish eligible creditable service for up to 10 years of his
service as a policeman under Article 3 or a sheriff's law
enforcement employee under Article 7, by filing a written
election with the Board, accompanied by payment of an amount to
be determined by the Board, equal to (1) the difference between
the amount of employee and employer contributions transferred
to the System under Section 3-110.6 or 7-139.8, and the amounts
that would have been contributed had such contributions been
made at the rates applicable to State policemen, plus (2)
interest thereon at the effective rate for each vyear,
compounded annually, from the date of service to the date of
payment.

(k) Subject to the limitation in subsection (i) of this
Section, an alternative formula employee may elect to establish
eligible creditable service for periods spent as a full-time

law enforcement officer or full-time corrections officer
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employed by the federal government or by a state or local
government located outside of Illinois, for which credit is not
held in any other public employee pension fund or retirement
system. To obtain this credit, the applicant must file a
written application with the Board by March 31, 1998,
accompanied by evidence of eligibility acceptable to the Board
and payment of an amount to be determined by the Board, equal
to (1) employee contributions for the credit being established,
based wupon the applicant's salary on the first day as an
alternative formula employee after the employment for which
credit is being established and the rates then applicable to
alternative formula employees, plus (2) an amount determined by
the Board to be the employer's normal cost of the benefits
accrued for the credit being established, plus (3) regular
interest on the amounts in items (1) and (2) from the first day
as an alternative formula employee after the employment for
which credit is being established to the date of payment.

(1) Subject to the limitation in subsection (i), a security
employee of the Department of Corrections may elect, not later
than July 1, 1998, to establish eligible creditable service for
up to 10 years of his or her service as a policeman under
Article 3, by filing a written election with the Board,
accompanied by payment of an amount to be determined by the
Board, equal to (i) the difference between the amount of
employee and employer contributions transferred to the System

under Section 3-110.5, and the amounts that would have Dbeen
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contributed had such contributions been made at the rates
applicable to security employees of the Department of
Corrections, plus (ii) interest thereon at the effective rate
for each year, compounded annually, from the date of service to
the date of payment.

(m) The amendatory changes to this Section made by this
amendatory Act of the 94th General Assembly apply only to: (1)
security employees of the Department of Juvenile Justice
employed by the Department of Corrections before the effective
date of this amendatory Act of the 94th General Assembly and
transferred to the Department of Juvenile Justice by this
amendatory Act of the 94th General Assembly; and (2) persons
employed by the Department of Juvenile Justice on or after the
effective date of this amendatory Act of the 94th General
Assembly who are required by subsection (b) of Section 3-2.5-15
of the Unified Code of Corrections to have a bachelor's or
advanced degree from an accredited college or university with a
specialization in criminal Jjustice, education, psychology,
social work, or a closely related social science or, 1in the
case of persons who provide vocational training, who are
required to have adequate knowledge in the skill for which they
are providing the vocational training.

(n) A person employed in a position under subsection (b) of
this Section who has purchased service credit under subsection
(j) of Section 14-104 or subsection (b) of Section 14-105 in

any other capacity under this Article may convert up to 5 years
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of that service credit into service credit covered under this
Section by paying to the Fund an amount equal to (1) the
additional employee contribution required under Section
14-133, plus (2) the additional employer contribution required
under Section 14-131, plus (3) interest on items (1) and (2) at
the actuarially assumed rate from the date of the service to
the date of payment.

(0) Any member who applies to the System for an alternative

retirement annuity under this Section on or after the effective

date of this subsection (o) shall, at the time of applving for

that annuity, make a one-time payment to the System in an

amount, to be determined by the Board, that is equal to:

(1) in the case of Tier I employees,

(A) the employee contributions that would be due

under Section 14-133 in each of the next 7 years if the

member remained employed during those vyears in the

position that he or she held on the date of application

for the alternative retirement annuity and earned an

annual salary in each of those years in an amount equal

to the annual salary that he or she earned on the date

of application for the alternative retirement annuity,

plus

(B) the amount of employer contributions that

would be due for that employee under Section 14-131 in

each of the next 7 vears, as estimated by the Board,

plus
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(C) interest on items (A) and (B) at the

actuarially assumed rate; and

(2) in the case of Tier II employees,

(A) the employee contributions that would be due

under Section 14-133 in each of the next 2 years if the

member remained employed during those vyears in the

position that he or she held on the date of application

for the alternative retirement annuity and earned an

annual salary in each of those years in an amount equal

to the annual salary that he or she earned on the date

of application for the alternative retirement annuity,

plus

(B) the amount of employer contributions that

would be due for that employee under Section 14-131 in

each of the next 2 vears, as estimated by the Board,

plus

(C) interest on items (A) and (B) at the

actuarially assumed rate.

P.A. 95-530, eff. 8-28-07; 95-1036, eff. 2-17-09;

eff. 7-13-09; 96-745, eff. 8-25-09; 96-1000, eff.

ILCS 5/14-114) (from Ch. 108 1/2, par. 14-114)
14-114. Automatic increase in retirement annuity.

Any person receiving a retirement annuity under this

Article who retires having attained age 60, or who retires
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before age 60 having at least 35 years of creditable service,
or who retires on or after January 1, 2001 at an age which,
when added to the number of years of his or her creditable
service, equals at least 85, shall, on January 1 next following
the first full year of retirement, have the amount of the then
fixed and payable monthly retirement annuity increased 3%. Any
person receiving a retirement annuity under this Article who
retires before attainment of age 60 and with less than (i) 35
years of creditable service if retirement is before January 1,
2001, or (ii) the number of years of creditable service which,
when added to the member's age, would equal 85, if retirement
is on or after January 1, 2001, shall have the amount of the
fixed and payable retirement annuity increased by 3% on the
January 1 occurring on or next following (1) attainment of age
60, or (2) the first anniversary of retirement, whichever
occurs later. However, for persons who receive the alternative
retirement annuity under Section 14-110, references in this
subsection (a) to attainment of age 60 shall be deemed to refer
to attainment of age 55. For a person receiving early
retirement incentives under Section 14-108.3 whose retirement
annuity began after January 1, 1992 pursuant to an extension
granted under subsection (e) of that Section, the first
anniversary of retirement shall be deemed to be January 1,
1993. For a person who retires on or after June 28, 2001 and on
or before October 1, 2001, and whose retirement annuity is

calculated, in whole or in part, under Section 14-110 or
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subsection (g) or (h) of Section 14-108, the first anniversary
of retirement shall be deemed to be January 1, 2002.

On each January 1 following the date of the initial
increase under this subsection, the employee's monthly
retirement annuity shall be increased by an additional 3%.

Beginning January 1, 1990, all automatic annual increases
payable under this Section shall be calculated as a percentage
of the total annuity payable at the time of the increase,
including previous increases granted under this Article.

(b) The provisions of subsection (a) of this Section shall
be applicable to an employee only if the employee makes the
additional contributions required after December 31, 1969 for
the purpose of the automatic increases for not less than the
equivalent of one full vyear. If an employee Dbecomes an
annuitant before his additional contributions equal one full
year's contributions Dbased on his salary at the date of
retirement, the employee may pay the necessary balance of the
contributions to the system, without interest, and be eligible
for the increasing annuity authorized by this Section.

(c) The provisions of subsection (a) of this Section shall
not be applicable to any annuitant who 1is on retirement on
December 31, 1969, and thereafter returns to State service,
unless the member has established at least one year of
additional creditable service following reentry into service.

(d) In addition to other increases which may be provided by

this Section, on January 1, 1981 any annuitant who was
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receiving a retirement annuity on or before January 1, 1971
shall have his retirement annuity then being paid increased $1
per month for each year of creditable service. On January 1,
1982, any annuitant who began receiving a retirement annuity on
or before January 1, 1977, shall have his retirement annuity
then being paid increased $1 per month for each vyear of
creditable service.

On January 1, 1987, any annuitant who began receiving a
retirement annuity on or before January 1, 1977, shall have the
monthly retirement annuity increased by an amount equal to 8¢
per year of creditable service times the number of years that
have elapsed since the annuity began.

(e) Every person who receives the alternative retirement
annuity under Section 14-110 and who is eligible to receive the

% increase under subsection (a) on January 1, 1986, shall also
receive on that date a one-time increase in retirement annuity
equal to the difference between (1) his actual retirement
annuity on that date, including any increases received under
subsection (a), and (2) the amount of retirement annuity he
would have received on that date if the amendments to
subsection (a) made by Public Act 84-162 had been in effect
since the date of his retirement.

(f) Notwithstanding any other provision of this Code,

except subsection (f-5) of this Section, beginning on the

effective date of this amendatory Act of the 98th General

Assembly, the monthly retirement annuity of an annuitant shall
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first be subject to annual increases on the January 1 occurring

on or next after either the attainment of age 67 or the January

1 occurring on or next after the fifth anniversary of the

annuity start date, whichever occurs earlier. If on the

effective date of this amendatory Act of the 98th General

Assembly an annuitant has already received an annual increase

under this Section but is not eligible to receive an annual

increase under this subsection, then the annual increases

already received shall continue in force, but no additional

annual increase shall be granted until the annuitant meets the

new eligibility requirements.

(f-5) Notwithstanding subsection (f), no annual increase

shall be paid under this Section in a calendar vyear if, on

January 1 of the preceding calendar year, the total assets of

the System are less than 85% of the total actuarial liabilities

of the System, as annually certified by the System.

(g) Notwithstanding any other provision of this Code,

except subsection (f-5) of this Section, beginning on the

effective date of this amendatory Act of the 98th General

Assembly, the amount of each automatic annual increase in

retirement annuity occurring on or after the effective date of

this amendatory Act of the 98th General Assembly shall be 3% or

one-half of the annual unadjusted percentage increase, if any,

in the Consumer Price Index-U for the 12 months ending with the

preceding September, whichever is less, of the originally

granted retirement annuity. For the purposes of this Section,




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

SB2357 - 63 - LRB098 10732 EFG 41071 b

"Consumer Price Index-U" means the index published by the

Bureau of Labor Statistics of the United States Department of

Labor that measures the average change in prices of goods and

services purchased by all urban consumers, United States city

average, all items, 1982-84 = 100.

(Source: P.A. 91-927, eff. 12-14-00; 92-14, eff. 6-28-01;

92-651, eff. 7-11-02.)

(40 ILCS 5/14-133.2 new)

Sec. 14-133.2. Self-managed plan.

(a) The General Assembly finds that it is important for

Illinois to be able to attract and retain the most gqualified

employees and that 1in order to attract and retain these

employees, the State of Illinois should have the flexibility to

provide a defined contribution (self-managed) plan for

eligible emplovyees. Accordingly, the State Employees

Retirement System of Tllinois is hereby required, within 6

months after the effective date of this Section, to establish

and administer a self-managed ©plan, which shall offer

participating employees the opportunity to accumulate assets

for retirement through a combination of employee and employer

contributions that may be invested in mutual funds, collective

investment funds, or other investment products and used to

purchase annuity contracts, either fixed or wvariable or a

combination of fixed and variable. The plan must be qgualified

under the Internal Revenue Code of 1986.
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(b) The Board shall adopt the self-managed plan established

under this Section for any person who is a member under this

Article.

The State Employees Retirement System of Illinois shall be

the plan sponsor for the self-managed plan and shall prepare a

plan document and adopt such rules and procedures as are

considered necessary or desirable for the administration of the

self-managed plan. Consistent with its fiduciary duty to the

participants and beneficiaries of the self-managed plan, the

Board of Trustees of the System may delegate aspects of plan

administration as it sees fit to companies authorized to do

business in this State.

(c) The System shall solicit ©proposals to provide

administrative services and funding vehicles for the

self-managed plan from insurance and annuity companies and

mutual fund companies, banks, trust companies, or other

financial institutions authorized to do business in this State.

In reviewing the proposals received and approving and

contracting with no fewer than 2 and no more than 7 companies,

the Board of Trustees of the System shall consider, among other

things, the following criteria:

(1) the nature and extent of the benefits that would be

provided to the participants;

(2) the reasonableness of the benefits in relation to

the premium charged;

(3) the suitability of the benefits to the needs and
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interests of the participating employees and the State;

(4) the ability of the company to provide benefits

under the contract and the financial stability of the

company; and

(5) the efficacy of the contract in the recruitment and

retention of employees.

The System shall periodically review each approved

company. A company may continue to provide administrative

services and funding vehicles for the self-managed plan only soO

long as it continues to be an approved company under contract

with the Board.

In addition to the companies approved by the System under

this subsection (c¢), the System may offer its participants an

investment fund managed by the System.

(d) Employees who are participating in the program must be

allowed to direct the transfer of their account balances among

the various investment options offered, subject to applicable

contractual provisions. The participant shall not be deemed a

fiduciary by reason of providing such investment direction. A

person who is a fiduciary shall not be liable for any loss

resulting from such investment direction and shall not be

deemed to have breached any fiduciary duty by acting in

accordance with that direction. Neither the System nor the

employer shall guarantee any of the investments in the

emplovyee's account balances.

(e) Notwithstanding any other provision of this Code,
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beginning on the effective date of the self-managed plan

established under this Section, each member shall participate

in the self-managed plan with respect to service under this

Article on and after that date, and a member's ability to

accrue, on and after that date, additional benefits under the

traditional benefit package is terminated.

A member who participates in the self-managed plan under

this Section must continue participation while employed in an

eligible position, and may not participate in the traditional

benefit package administered by the System under this Article

while employed by the State under this Article.

Participation in the self-managed plan under this Section

shall constitute membership in the State Employees' Retirement

System of Illinois.

A participant under this Section shall be entitled to the

benefits of Article 20 of this Code.

(f) If a member has rights and credits in the System due to

previous participation in the traditional benefit package but

those credits are insufficient, on the effective date of the

self-managed plan established under this Section, to satisfy

the service requirement for a retirement annuity under this

Article, then the System shall establish for the member an

opening account balance in the self-managed plan, equal to (i)

the amount of the contribution refund that the member would be

eligible to receive under Section 14-130 1if the emplovyee

terminated employment on that date and elected a refund of
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contributions, plus (ii) an amount equal to the reqgqular

employer contribution that would be required to fund the actual

reqgular cost incurred for each year of service credit earned,

provided that the total opening account balance does not exceed

7.6% of that participant's salary for that year, plus interest.

The interest used in this subsection (f) is calculated as the

average annual rate of return that the System has earned over

the past 20 fiscal years and is compounded. The System shall

transfer assets from the traditional benefit package to the

self-managed plan, as a tax-free transfer in accordance with

Internal Revenue Service guidelines, for purposes of funding

the member's opening account balance.

(g) Notwithstanding any other provision of this Article, a

member may not purchase or receive service or service credit

applicable to the traditional benefit package under this

Article for any period during which the employee was a

participant in the self-managed plan established under this

Section.

(h) The self-managed plan shall be funded by contributions

from employees participating in the self-managed plan and State

contributions as provided in this Section.

The annual required contribution for employees

participating in the self-managed plan shall be an amount equal

to 6% of the employee's salary. This required contribution

shall be made as an employer pick-up under Section 414 (h) of

the Internal Revenue Code of 1986 or any successor Section
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thereof. Participants may make additional contributions to the

self-managed plan in accordance with procedures prescribed by

the System, to the extent permitted under rules adopted by the

System.

The program shall provide for annual State contributions to

be credited to the account of each employee who participates in

the self-managed plan in an amount equal to 6% of the

employee's compensation.

The System shall not be obligated to remit the required

employer contributions to any of the insurance and annuity

companies, mutual fund companies, banks, trust companies,

financial institutions, or other sponsors of any of the funding

vehicles offered under the self-managed plan until it has

received the required employer contributions from the State. In

the event of a deficiency in the amount of State contributions,

the System shall implement any procedures to obtain the

required funding from the General Revenue Fund.

(1) A participant in the self-managed plan becomes vested

in the emplover contributions credited to his or her accounts

in the self-managed plan on the earliest to occur of the

following: (1) completion of 5 vyears of service credit under

this Article; (2) the death of the participating employee while

employed by an employer under this Article, if the participant

has completed at least 1.5 vyears of service; or (3) the

participant's election to retire and apply the reciprocal

provisions of Article 20 of this Code.
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A participant in the self-managed plan who receives a

distribution of his or her vested amounts from the self-managed

plan while not yet eligible for retirement under this Article

(and Article 20, if applicable) shall forfeit all service

credit and accrued rights in the System; if subsequently

re-employed, the participant shall be considered a new

employee. If a former participant again becomes a participating

employee (or becomes employved by a participating system under

Article 20 of this Code) and continues as such for at least 2

vears, all rights, service credits, and previous status as a

participant shall be restored upon repayment of the amount of

the distribution, without interest.

(1) If an employee participating in the self-managed plan

who is vested in employer contributions terminates employment,

the employee shall be entitled to a benefit which is based on

the account values attributable to both employer and employee

contributions and any investment return thereon.

If an employee participating in the self-managed plan who

is not vested in employer contributions terminates employment,

the employee shall be entitled to a benefit based solely on the

account wvalues attributable to the employee's contributions

and any investment return thereon, and the emplovyer

contributions and any investment return thereon shall be

forfeited. Any employer contributions which are forfeited

shall be held in escrow Dby the company investing those

contributions and shall be used, as directed by the System, for
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future allocations of employer contributions or for the

restoration of amounts previously forfeited Dby former

participants who again become participating employees.

(k) If a participant so requests, a distribution of funds

from the self-managed plan may be paid in the form of a direct

rollover to another qgqualified plan, to the extent allowed by

federal law and in accordance with the rules of the System.

(40 ILCS 5/15-103.1)

Sec. 15-103.1. Traditional Benefit Package. "Traditional
benefit package": The defined benefit retirement program
maintained under the System which includes retirement
annuities payable directly from the System as provided in
Sections 15-135 through 15-140 (but disregarding Section
15-136.4), disability retirement annuities payable under
Section 15-153.2, death benefits payable directly from the
System as provided in Sections 15-141 through 15-144, survivors
insurance benefits payable directly from the System as provided
in Sections 15-145 through 15-149, and contribution refunds as
provided in Section 15-154. The traditional benefit package
also includes disability benefits as provided in Sections

15-150 through 15-153.3. The traditional benefit package also

includes any benefits determined under Section 1-160 with

respect to service performed under this Article.

(Source: P.A. 90-7066, eff. 8-14-98.)
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(40 ILCS 5/15-103.2)

Sec. 15-103.2. Portable Benefit Package. "Portable benefit
package": The defined benefit retirement program maintained
under the System which includes retirement annuities payable
directly from the System as provided in Sections 15-135 through
15-139 (specifically including Section 15-136.4), disability
retirement annuities payable under Section 15-153.2, death
benefits payable directly from the System as provided in
Sections 15-141 through 15-144, and contribution refunds as
provided in Section 15-154. The portable benefit package also
includes disability benefits as provided in Sections 15-150
through 15-153.3. The portable benefit package does not include
the survivors insurance benefits payable directly from the
System as provided in Sections 15-145 through 15-149. The

traditional Dbenefit package also includes any Dbenefits

determined under Section 1-160 with respect to service

performed under this Article.

(Source: P.A. 90-7066, eff. 8-14-98.)

(40 ILCS 5/15-107) (from Ch. 108 1/2, par. 15-107)

Sec. 15-107. Employee.

(a) "Employee" means any member of the educational,
administrative, secretarial, clerical, mechanical, labor or
other staff of an employer whose employment 1is permanent and
continuous or who is employed in a position in which services

are expected to be rendered on a continuous basis for at least
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4 months or one academic term, whichever is less, who (A)
receives payment for personal services on a warrant issued
pursuant to a payroll voucher certified by an employer and
drawn by the State Comptroller upon the State Treasurer or by
an employer upon trust, federal or other funds, or (B) is on a
leave of absence without pay. Employment which is irregular,
intermittent or temporary shall not be considered continuous
for purposes of this paragraph.
However, a person is not an "employee" if he or she:

(1) is a student enrolled in and regularly attending
classes in a college or university which is an employer,
and 1is employed on a temporary basis at less than full
time;

(2) 1is currently receiving a retirement annuity or a
disability retirement annuity under Section 15-153.2 from
this System;

(3) is on a military leave of absence;

(4) is eligible to participate in the Federal Civil
Service Retirement System and 1is currently making
contributions to that system based upon earnings paid by an
employer;

(5) is on leave of absence without pay for more than 60
days 1immediately following termination of disability
benefits under this Article;

(6) is hired after June 30, 1979 as a public service

employment program participant under the Federal
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Comprehensive Employment and Training Act and receives
earnings in whole or in part from funds provided under that
Act; or

(7) is employed on or after July 1, 1991 to perform
services that are excluded by subdivision (a) (7) (f) or

(a) (19) of Section 210 of the federal Social Security Act

from the definition of employment given in that Section (42

U.S.C. 410).

(b) Any employer may, by filing a written notice with the
board, exclude from the definition of "employee" all persons
employed pursuant to a federally funded contract entered into
after July 1, 1982 with a federal military department in a
program providing training 1in military courses to federal
military personnel on a military site owned by the United
States Government, if this exclusion is not prohibited by the
federally funded contract or federal laws or rules governing
the administration of the contract.

(c) Any person appointed by the Governor under the Civil
Administrative Code of the State is an employee, if he or she
is a participant in this system on the effective date of the
appointment.

(d) A participant on lay-off status under civil service
rules is considered an employee for not more than 120 days from
the date of the lay-off.

(e) A participant is considered an employee during (1) the

first 60 days of disability 1leave, (2) the period, not to
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exceed one year, in which his or her eligibility for disability
benefits is being considered by the board or reviewed by the
courts, and (3) the period he or she receives disability
benefits under the provisions of Section 15-152, workers'
compensation or occupational disease benefits, or disability
income under an insurance contract financed wholly or partially
by the employer.

(f) Absences without pay, other than formal leaves of
absence, of less than 30 calendar days, are not considered as
an interruption of a person's status as an employee. If such
absences during any period of 12 months exceed 30 work days,
the employee status of the person is considered as interrupted
as of the 31st work day.

(g) A staff member whose employment contract requires
services during an academic term 1is to be considered an
employee during the summer and other vacation periods, unless
he or she declines an employment contract for the succeeding
academic term or his or her employment status 1is otherwise
terminated, and he or she receives no earnings during these
periods.

(h) An individual who was a participating employee employed
in the fire department of the University of 1Illinois's
Champaign-Urbana campus immediately prior to the elimination
of that fire department and who immediately after the
elimination of that fire department became employed by the fire

department of the City of Urbana or the City of Champaign shall
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continue to be considered as an employee for purposes of this
Article for so long as the individual remains employed as a
firefighter by the City of Urbana or the City of Champaign. The
individual shall cease to be considered an employee under this
subsection (h) upon the first termination of the individual's
employment as a firefighter by the City of Urbana or the City
of Champaign.

(i) An individual who is employed on a full-time basis as
an officer or employee of a statewide teacher organization that
serves System participants or an officer of a national teacher
organization that serves System participants may participate
in the System and shall be deemed an employee, provided that
(1) the individual has previously earned creditable service
under this Article, (2) the individual files with the System an
irrevocable election to become a participant before the
effective date of this amendatory Act of the 97th General
Assembly, (3) the individual does not receive credit for that
employment under any other Article of this Code, and (4) the
individual first became a full-time employee of the teacher
organization and becomes a participant before the effective
date of this amendatory Act of the 97th General Assembly. An
employee under this subsection (i) is responsible for paying to
the System both (A) employee contributions based on the actual
compensation received for service with the teacher
organization and (B) employer contributions equal to the normal

costs (as defined in Section 15-155) resulting from that
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service; all or any part of these contributions may be paid on
the employee's behalf or picked up for tax purposes (if
authorized under federal law) by the teacher organization.

A person who is an employee as defined in this subsection
(1) may establish service credit for similar employment prior
to becoming an employee under this subsection by paying to the
System for that employment the contributions specified in this
subsection, plus interest at the effective rate from the date
of service to the date of payment. However, credit shall not be
granted under this subsection for any such prior employment for
which the applicant received credit under any other provision
of this Code, or during which the applicant was on a leave of
absence under Section 15-113.2.

(j) A person employed by the State Board of Higher
Education in a position with the Illinois Century Network as of
June 30, 2004 shall be considered to be an employee for so long
as he or she remains continuously employed after that date by
the Department of Central Management Services in a position
with the Illinois Century Network, the Bureau of Communication
and Computer Services, or, if applicable, any successor bureau
and meets the requirements of subsection (a).

(k) Notwithstanding any provision of law to the contrary,

an individual who begins employment with any of the following

employers on or after the effective date of this amendatory Act

of the 98th General Assembly shall not be deemed an emplovyee

and shall not be eligible to participate in the System with
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respect to that employment: any association of community

college boards organized under Section 3-55 of the Public

Community College Act, the Association of Illinois

Middle-Grade Schools, the TIllinois Association of School

Administrators, the Tllinois Association for Supervision and

Curriculum Development, the TIllinois Principals Association,

the TIllinois Association of School Business Officials, or the

Illinois Special Olympics; provided, however, that those

individuals who are both employed and already participants in

the System on the effective date of this amendatory Act of the

98th General Assembly shall be allowed to continue as

participants in the System for the duration of that employment.

(Source: P.A. 97-651, eff. 1-5-12.)

(40 ILCS 5/15-107.1 new)

Sec. 15-107.1. Tier I employee. "Tier I employee": An

employee under this Article who first became a member or

participant before January 1, 2011 under any reciprocal

retirement system or pension fund established under this Code

other than a retirement system or pension fund established

under Article 2, 3, 4, 5, 6, or 18 of this Code.

(40 ILCS 5/15-111) (from Ch. 108 1/2, par. 15-111)
Sec. 15-111. Earnings. "Farnings": An amount paid for
personal services equal to the sum of the basic compensation

plus extra compensation for summer teaching, overtime or other
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extra service. For periods for which an employee receives
service credit wunder subsection (c) of Section 15-113.1 or
Section 15-113.2, earnings are equal to the basic compensation
on which contributions are paid by the employee during such
periods. Compensation for employment which is irregular,
intermittent and temporary shall not be considered earnings,
unless the participant 1is also receiving earnings from the
employer as an employee under Section 15-107.

With respect to transition pay paid by the University of
Illinois to a person who was a participating employee employed
in the fire department of the University of 1Illinois's
Champaign-Urbana campus immediately prior to the elimination
of that fire department:

(1) "Earnings" includes transition pay paid to the
employee on or after the effective date of this amendatory
Act of the 91st General Assembly.

(2) "Earnings" includes transition pay paid to the
employee before the effective date of this amendatory Act
of the 91st General Assembly only if (i) employee
contributions under Section 15-157 have been withheld from
that transition pay or (ii) the employee pays to the System
before January 1, 2001 an amount representing employee
contributions under Section 15-157 on that transition pay.
Employee contributions under item (ii) may be paid in a
lump sum, by withholding from additional transition pay

accruing before January 1, 2001, or in any other manner
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approved by the System. Upon payment of the employee
contributions on transition pay, the corresponding
employer contributions become an obligation of the State.

Notwithstanding any other provision of this Code, for

periods of service on and after the effective date of this

amendatory Act of the 98th General Assembly, "earnings" does

not include any annual remuneration for personal services in an

amount that is in excess of the annual contribution and benefit

base established for the previous year by the Commissioner of

Social Security pursuant to Section 230 of the federal Social

Security Act.

(Source: P.A. 91-887, eff. 7-6-00.)

(40 ILCS 5/15-134.5)

Sec. 15-134.5. Retirement program elections.

(a) All participating employees are participants under the
traditional benefit package prior to January 1, 1998.

Effective as of the date that an employer elects, as
described in Section 15-158.2, to offer to its employees the
portable Dbenefit package and the self-managed plan as
alternatives to the traditional benefit package, each of that
employer's eligible employees (as defined in subsection (b))
shall be given the choice to elect which retirement program he
or she wishes to participate in with respect to all periods of
covered employment occurring on and after the effective date of

the employee's election. The retirement program election made
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by an eligible employee must be made in writing, in the manner
prescribed by the System, and within the time period described
in subsection (d) or (d-1).

The employee election authorized by this Section 1is a
one-time, irrevocable election. If an employee terminates
employment after making the election provided wunder this
subsection (a), then upon his or her subsequent re-employment
with an employer the original election shall automatically
apply to him or her, provided that the employer is then a
participating employer as described in Section 15-158.2.

An eligible employee who fails to make this election shall,
by default, participate in the traditional benefit package.

(b) "Eligible employee" means an employee (as defined in
Section 15-107) who is either a currently eligible employee or
a newly eligible employee. For purposes of this Section, a
"currently eligible employee” is an employee who is employed by
an employer on the effective date on which the employer offers
to its employees the portable benefit package and the
self-managed plan as alternatives to the traditional benefit
package. A "newly eligible employee" 1is an employee who first
becomes employed by an employer after the effective date on
which the employer offers its employees the portable benefit
package and the self-managed plan as alternatives to the
traditional Dbenefit package. A newly eligible employee
participates in the traditional benefit package until he or she

makes an election to participate in the portable benefit
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package or the self-managed plan. If an employee does not elect
to participate 1in the ©portable benefit package or the
self-managed plan, he or she shall continue to participate in
the traditional benefit package by default.

(c) An eligible employee who at the time he or she is first
eligible to make the election described in subsection (a) does
not have sufficient age and service to qualify for a retirement
annuity under Section 15-135 may elect to participate in the
traditional benefit package, the portable benefit package, or
the self-managed plan. An eligible employee who has sufficient
age and service to qualify for a retirement annuity under
Section 15-135 at the time he or she is first eligible to make
the election described in subsection (a) may elect to
participate in the traditional benefit package or the portable
benefit package, but may not elect to participate in the
self-managed plan.

(d) A currently eligible employee must make this election
within one year after the effective date of the employer's
adoption of the self-managed plan.

A newly eligible employee must make this election within 6
months after the date on which the System receives the report
of status certification from the employer. If an employee
elects to participate in the self-managed plan, no employer
contributions shall be remitted to the self-managed plan when
the employee's account balance transfer 1is made. Employer

contributions to the self-managed plan shall commence as of the
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first pay period that begins after the System receives the
employee's election.

(d-1) A newly eligible employee who, prior to the effective
date of this amendatory Act of the 91st General Assembly, fails
to make the election within the period provided under
subsection (d) and participates by default in the traditional
benefit package may make a late election to participate in the
portable benefit package or the self-managed plan instead of
the traditional benefit package at any time within 6 months
after the effective date of this amendatory Act of the 9lst
General Assembly.

(e) If a currently eligible employee elects the portable
benefit package, that election shall not become effective until
the one-year anniversary of the date on which the election is
filed with the System, provided the employee remains
continuously employed by the employer throughout the one-year
waiting period, and any benefits payable to or on account of
the employee before such one-year waiting period has ended
shall not be determined under the provisions applicable to the
portable benefit package but shall instead be determined in
accordance with the traditional benefit package. If a currently
eligible employee who has elected the portable benefit package
terminates employment covered by the System before the one-year
waiting period has ended, then no benefits shall be determined
under the portable benefit package provisions while he or she

is idinactive 1in the System and upon re-employment with an
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employer covered by the System he or she shall begin a new
one-year waliting period before the provisions of the portable
benefit package become effective.

(f) An eligible employee shall be provided with written
information prepared or prescribed by the System which
describes the employee's retirement program choices. The
eligible employee shall be offered an opportunity to receive
counseling from the System prior to making his or her election.
This counseling may consist of videotaped materials, group
presentations, individual consultation with an employee or
authorized representative of the System in person or by
telephone or other electronic means, or any combination of
these methods.

(g) This Section applies only prior to the effective date

of this amendatory Act of the 98th General Assembly. On and

after that date, all participants in the System, other than

annuitants, shall participate in the self-managed plan.

(Source: P.A. 90-766, eff. 8-14-98; 91-887, eff. 7-6-00.)

(40 ILCS 5/15-134.6 new)

Sec. 15-134.6. Suspension of the accrual of benefits under

the traditional benefit package and portable benefit package.

(a) Notwithstanding any other provision of this Code, the

retirement annuity of an employee who satisfies, on the

effective date of this Section, the service requirement for a

retirement annuity under this Article and who retires on or
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after that date shall be calculated based on the service credit

accrued under this Article prior to that date and the

employee's annual rate of earnings on that date.

However, notwithstanding any other provision of this Code,

an employee who does not, on the effective date of this

Section, satisfy the service requirement for a retirement

annuity under this Article shall not be entitled to a

retirement annuity under this Article, but shall instead be

eligible to have an initial account balance established in the

self-managed plan in accordance with Section 15-158.2.

(b) Notwithstanding any other p